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MAt~rr' 5 DI.SQJSSIOO AND ANALYSIS OF
mstJU's OF OPEPATIONS AND FINANCIAL cammON (ctm"D)

F:ENMCIAL smvIas ANO UASm;;

~ fran financial MrVic=- an::! lusinq inc:nIued 40.0 pero8l"lt cxmpI%'8:i
with the year-ac;o quarter. loth Univarsal cares an:! AT&T capital experienced
aua'll grc:Mth in~ am YOl~.

tJniwnal OL.""'C1 had 10.8 million aOCl:lUJ'U and 1llOre than $6.5 bUlicn of
cardholder receivabl_ at the cd of the quarter, up fran 8.3 million aCOClUntS
~ $3. 9 billion of recei.vables at the cd of the quarter a year aqo. At
Decc:Iber 31, 1992, receivables were $6.6 bUllen, reflllCt:.inl holiday~.
~ ba.lanoe:s ard c:har;e-ofts cont.:iJ1Je to be significantly belOwl ildIJatry
norms.

'Ihe i.nt:raue in cost of financial seIYic=- and l_inrJ was usociat8:l with the
h.i;her reve.....tues, \o'hic::h included a gain fran .....t securitization at AT&T
capital. 'Ihe gross mL.~in percentage reac::hC 33.9 percent in the quarter
c::cr.psred with 30.2 percent in the same quarter last yur, priJNLrlly reflectiJ'q
the c::cntinued maturation of the credit card recai.vables portfolio.

OP!PJJING E:XF~SES

Total cpL--atin; e.xpe.~ increased $146 million c:a:pare:1 with the f1rst quarter
of 1992, primarily as a result of increase ptall:ltional, advutiain;, sal.. an:!
sales support activiti_ in the taleoilOlunicaticna servicea DIrkat-. bl·'rch
a.~ develop:l8nt expenses were abc:ut level with the yur-ago quarter.

AT&T's NCR unit provided $50 million tor bJsiness nstruct:::urin; activiti. in
the q.Jarter, primarily for reducin; the size of iu ~k force in Japan and the
u.S. '!he amsolidated atatern8nts ahCM no~ because thoM~ wre
offset Dj the dO\fr'l'Twvd adjustment of other tusinua rest:zu:turin;~
established in 1991. '1be $29 JDilliCl'l provision for bJsi:neas rut::ructm:ing in
the first quarter of 1992 was for e:x:-ta of nduciJ'q the \tlOrk farce in
tale::ccm.mi.cations na'bt.'Orll' prcc!uets and syst8Ds units. All AT&T units will
oontinue to !:lake adjUS'bna ta to their cost structures lowben~. In sane
caMS, these adjustr.ants 1 ly inclUlSe facility consolidations, di.spoMls of
assets, work force reducti m or withdrawal fran 1DI%ttets.

In Nove:nCe: 1992, the Final :ial Accounting Standards Boarc:1 issued SFAS No. 112,
t1Er.ployers' AccO'J:liti..rq for _~":'Ployrne...'t Benefits. II Analogous to sns No. 106
for postretire.":ie...,t be"iefits, this r-an:iard reqJ.ires c::et'l'pi!.."lies to accrue for .
esti-"':iated f'utlre postE.?lO'j":7'e..,t be."'lefit 8Xpe.'1SeS du::irg the pericx!s \When
e:t';?loyees are ",·ork.in:;'.
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MMW:iDaNI" S DI.SCDSSICfi AND »NZSIS OF
REStJI.D OF QPD1aICIG AND FDWC:tAt. CXH)m~ (aIn"D)

~loym8nt t.zw.fita are .-.y -.tit. GtbIr thM~ t.afita that
are~ attar~~is~. tis IIta1'ISud -..t be~
f.. fie&l ywars t.linn1nrJ .ttar DIM: ·41 15, 1113; fClE' AT'T, 'that wau1d m
1994. JlIIInIag.-nt ia pit _lZ'Jt1y~ the pRWiaicrw of t:h1II ,., IIt:ardarcl
..s,~y, ia mw.bl.e to ~y.-tjatathe inpact of KtI!r'.
~oftM~.

011Im INCrHE, INtD<ESt EXPBfSE, JR7JISI~ RIt INaII! '!AXIS

otar .incI::.- - net an:! 1rIta'-.t ..... wre both ......cac1at.e1y 1-.1 with the t
~ quarter. fJba Mminp ~cta of~•• in the~ for~
ndliitpticn, ad1 u c:all~~, wre off8et _~~Ulltwalta to t
int.er.-t incaIIe fran trust turaI .-t ~ to~ certain~~ and
..-tzetirlment Janafita. '1ba~ quarter also raflecta! DI*W- far
rafinancin; lcn;-taz:m det. (_ al,a) Nota (d).)

'1ba Mla of A1"T'. rma.inin; ownE1Ih.ip in tJSL to NoYall, Inc., di."...., in 1:ha
1992 Annual Raport to Shlreamers, ia pr_lntly apec:tC to oc:x:ur in the -=ad
quarter of 1993.

'Dle e.ffectiw tax rata of 36.4 pK'c:.1t in tha quarter was up cnly 8ligh.tly fraI\
the 36.0 percent of the yur-ago quarter, -.nin; that the in:::r8ue in the
provision fo:' in:aDe taxes was approxjmately in ptcportJ..an to the .i.ncreua in
in::are befOI'£ inc:xrae taX8S.

'!UrAL ASSE:rS, WJRKING CAPITAL AND LI~In

~ assets dcrMMd slightly fran~ 1M2 _ lawE cub an:!~
cash i.nvutmentsi aCCll:Q"ltl reaeivablei PLqoc:t:y, plant an:! -au!plW\t - nKi ard
othc' auets~ than offset h19hc' lewWi of iJMntclras and 1mP&t:_nta.
WCIrkinq capital, ~inm .. cw:zmt -at~ CIiiltzClt U.bilitas,~
$1.835 billicm frail yMr-ed, tre.- of A'l"T's ncc;nitian of~
liabilities, plannld ndcpticrw of lcng-1:c'Jl cW:Jt,~ -=cunta.
nceivabla, and a lOWE cash balance.

'!he decline in the ta1Mca of cub and taiiGEUY CIIIh J.iJvwbi.ata was p~.
MInagelent is pr_lntly t:azvat,in; a J:a1anaa of ~ta1y"00 allion. '1be
dcline in aClXlUn'ta r.-ivable priarlly reflcta the .....uy lowItr 1tMal Of
ravanuM in the first quarter relativa to 'tbI fcu:tb quarter. '1ha inca: e. in
iJ"Nwitorias priJllarily raflcta b.d1.cUnJr in anticipation of~ procSuct and
ayst8m sal. later this )'Mr.

Plcpe.rty, plant an! equi~, net of acxDIl1ated dII;lEeciaticn, "-=lu.! frc:ID
yer-en:1 as depreciation and nt:ir..u~ .....uy 10WK' cepital
additions. 'Dle in:::r8ue in~ wu dri.... _ a $400 million~
in M:CllW, a wireless c::c:mmmicaticns CCI'I'p8ny in 1retU.c:h AT'T ia ~t1n; a
1.ar9er iz1v_btent C- also Nota Ce», and AT'T'. inYwtwilt in UUtal
o:r:r:un.icaticns, Inc., a canadian lClnljJ~ talllCCl\lllJnicaticns =apmy. '.lha
decline in other assets was caused primarily by net:tin; prepaid hMlth care
CCl8tS with the ac::oJrnUlated lilbility far p::8Ueti%wrnlnt -.tit~, 1Ibic:h
was re::cgnized in the quarter.
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RUOOD" to I,sue No. 42

SFAS 112 AT&T Assumptions And Methodology

Glnlral

The three benefits which were valued to determine the transition amount under SFAS
112 are the following:

• Postemployment Separation Benefits
• Long Term Disability - Income Replacement (LTD Income)
• Long Term Disability - Medical (LTD Medical)

The Separation Benefits accumulate and therefore are accounted for under SFAS 43
as specified in SFAS 112. The LTO Income and LTO Medical benefits are not
considered to accumulate and, therefore, are accounted for under SFAS 5 as required
by SFAS 112.

In general, this means that the costs of Separation Benefits are accrued over the
working lifetimes of the active employees expected to receive those benefits. This is
similar to the reqUirements of SFAS 87 and 106. Thus, the transition amount for
Separation Benefits is the present value of separation Benefits accrued up the time of
the adoption of SFAS 112. (There are no plan assets maintained by AT&T for
Separation Benefits.) For LTO Income and LTO Medical benefits, the transition amount
is the present value of all future benefits for all employees who were disabled at the
time of adoption of SFAS 112 and in receipt of LTO Income or LTO Medical benefits.
(For LTO Income, the transition amount was reduced by the plan assets less prepaid
plus accrued amounts of $9 million. There are no plan assets for LTO Medical
benefits).

The SFAS 112 costs for Separation Benefits reflect separation benefit schedules. In
addition, a small portion of the costs is for health coverage for 3 months for employees
with between one and five years of service at separation and 6 months for those with
five or more years of service. This benefit is valued only for employees separated prior
to retirement eligibility. (Health coverage for retirement eligible separations is included
under SFAS 106..)

The calculation of the cost under SFAS 112 for all three benefits requires demographic
data and assumptions relating to future events. One of the assumptions is the discount
rate which was 8.25%, the same discount rate used to determine SFAS 87 pension
costs and SFAS 106 postretirement benefit costs other than pensions. Schedules of
Separation Benefits are allo needed to perform cost calculations.

The information below describes in more detail the calculation methodology for
determining costs for the three benefit values.
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POWmploymtnt Separation Benefits

The transition amount is the present value of the portion of future downsizing benefits
allocated to service rendered prior to the date of adopting SFAS 112. The starting
point in calculating the present vatue is the initial census data of all active employees
both management and nonmanagement. This active data (sex, date of birth, net
credited service date, pay) is projected forward to determine for each future year the
employees expected to remain active and those expected to I.ave. The assumptions
used to project the census are shown on pages 7 through 10 of Appendix F for
management employees and pages 12 through 15 for nonmanagement employees and
relate to leaving active service due to termination, disability, retirement and death.

A certain percentage of those who are expected to retire or terminate each year are
assumed to receive Separation Benefits. That percentage is 19.30% for management
and 50.87% for nonmanagement, based on average historical downsizing data
compiled for the years 1988 through 1992 inclusive. The average annual downsizing
rates were 1.25% for manllgement and 4.46% for nonmanagement. These
percentages, when applied to the estimated future retirements and terminations derived
from projecting the census, produce an estimate of the number of employees who are
expected to receive Separation Benefits each year.

The next step is to determine the amount of Separation Benefits for future years. The
Separation Benefits are a function of pay and years of service at separation.
Management and nonmanagement employees have different schedules as shown in
Appendix B. In order to determine pay at future separation dates, the current pay of
each employee, taken from the initial census, is projected forward using the pay growth
assumptions shown in Appendix FI page 11 for management and page 16 for
nonmanagement. .

The application of the separation pay schedules to the estimated future pay of those
current employees anticipated to terminate or retire with a Separation Benefit allows for
the calculation of estimated Separation Benefits for each future year. A portion of
those Separation Benefits is allocated to years of service prior to adoption of
SFAS 112. That allocation is based on the ratio of the years of service rendered prior
to the adoption of SFAS 112 for each employee over the total years of service at
expected future termination or retirement (with a separation benefit).

Once this allocation is made, the initialliabifity is the present value of all future benefits
after applying the allocation ratio. For example, if an employee's estimated Separation
Benefit is $30,000 on 1/1/2004 and that employee had 10 years of service on 1/1194
which would result in 20 years of service on 1/1/2004, the $30,000 would be multiplied
by 10/20 to produce $15,000. Thus, $15,000 is the amount allocated to the period prior
to 1/1/94 and a present value calculation would be made based on $15,000 assumed
payable in 2004.
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Postemployment Separation Benefits also include medical coverage based on the
following schedule:

POstemDloyment Separation/Medical Coverage

Service Months of Coverage

Less than 1 year 0
1 - 5 years 3
5 or more years 6

In order to calculate the present value of future medical benerlts associated with
Postemployment Separation Benefits, the following initial average claims per employee
were used:

Service

Less than 1 year
1 - 5 years
5 or more years

Medical Claim
Per EmPloyee

o
$1,000 for 3 months coverage
$2,000 for 6 months coverage

It was assumed that these claim amounts would increase by the salary scale
assumption plus an additional 2% per year.

The methodology described above for determining SFAS 112 costs for
Postemployment Separation Benefits is essentially the same as the methodology used
under SFAS 87 for determining pension costs.

lona Term Diybility -Income RePlacement

The transition amount is the present value of future LTD Income benefits for all
employees receiving LTD Income benefits at the time of adopting SFAS 112. The
present value reflects the probability that an LTD Income recipient will die or recover
from disability during each future year after adoption. The sum of the mortality rates
and recovery rates are called termination rates. The termination rates are taken from
the 1987 Commissioners Group Disability Table (1987 CGDT) pUblished in the
Transactions of the Society Of Actuaries). These rates vary by sex, age at disability
and length of time since disability and are shown on pages 2, 3 and 4 of Appendix F.
(The applicable printed page numbers appearing on pages 2, 3 and 4 are the bottom
half of page 438'and all of page 439 for males; the bottom half of page 441 and all of
page 442 for females.)

The demographic data of LTD Income recipients includes sex, date of birth, date of
disability, date disability benerlts began and amount of LTD Income benefit. Using the
termination rates described above. a future stream of LTD Income benefit payments is
calculated for all future years. These benefit payments are then discounted to arrive at
a present value used to determine the transition amount by subtracting the plan assets
less the prepaid amount, plus the accrued amount.
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Long Term Disability - Mldical

The transition amount or present value of LTO Medical was detennined for most but not
for all individuals on LTO Income, for the following reason. The LTO Income benefit is
offset by other disability benefits, such as Social Security and pension benefits.
Disabled employees who are in receipt of a pension benefit are not valued under SFAS
112 for LTD Medical benefits because their medical benefits are valued under SFAS
106 as a postretirement benefit.

The present value is calculated using the same tennination rates (death plus recovery
rates) used in valuing the LTD Income benefit as described above under Long Term
Disability-Income Replacement. However, additional data and assumptions are
needed. Average medical claim costs per retiree are included as input data and are
shown separately on page 5 of Appendix F for dependents of LTO Medical recipients,
for LTO Medical recipients receiving Social Security benefits and for LTO Medical
recipients not receiving Social Security benefits. These average claims are projected
forward to reflect medical trend (Appendix F, page 6) and also to reflect the fact that
the medical claims for the employee on LTO Medical tend to decrease based on the
duration of time since the LTO Medical coverage began. These durational factors are
shown in Appendix F (the "cumulative durational trend rates" shown in the table in the
top half of page 5.)

Using the actual demographic data of disabled employees on LTO Medical and from
Appendix F, the medical claims data per retiree, the termination rate assumptions and
the medical trend/medical inflation assumptions, a future stream of medical claim
payments by calendar year is determined and then discounted to obtain a present
value representing the transition amount.

Justification of Actuarial AHumptions

1. The discount rate of 8.25% was selected based on the requirements of SFAS 87
and 106, because SFAS 112 does not have specific reqUirements regarding the
discount rate. As a guide in selecting the discount rate, the yield as of 12/31/92 on
long-term high quality bonds was reviewed. In addition, the 8.25% Oiscount Rate
was also used for both SFAS 87 and 106 purposes.

Based on a Spencer Company survey (cited in Pleading Section I), AT&T's discount
rate of 8.25% was in the mid-range of discount rates used by the companies
surveyed for SFAS 106. (There was no survey with respect to SFAS 112 discount
rates). The average discount rate was 8.14%. Thus, the survey results, which did
not become available until mid-1994, support the reasonableness of AT&T's
discount rate.

2. The SFAS 112 assumptions regarding leaving the work force (withdrawal, death,
disability and retirement)·were also used to determine the SFAS 87 and SFAS 106
expenses. The salary growth assumptions for SFAS 112 were also used for
SFAS 87 and 106 purposes.
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These assumptions are based on AT&T's actual experience to a greater extent than
the assumptions used by the vast majority of other companies and, therefore, have
a high degree of reliability.

3. In order to determine the transition amount for LTO Medical, two assumptions are
used to project average medical claims per LTO Medical recipient. The first is the
medical care trend rate which reflects anticipated price inflation, changes in health
care utilization, the effects of Medicare and the impact of current plan provisions.
The second assumption reflects the tendency of medical claims of LTO recipients to
decrease based on the time since LTO Medical coverage began. The justification
of these two assumptions is described below:

Medical Care Trend Rate

Of the factors affecting the medical care trend rates, the two major factors are price
inflation and changes in health care utilization.

Medical care price inflation reflects not only general inflation but also those factors
unique to medical care such as malpractice costs, new technology and cost shifting.
As a result, the medical care component of the CPI has outpaced general inflation
for many years. However, as a practical matter, there is a limit to the extent by
which this spread can continue in the future. Otherwise, health expenditures would
eventually consume a disproportionate share of the GNP.

Therefore, in projecting the medical care component of the CPI the overall CPI was
used as the measure for general inflation and it was assumed that the spread
between general inflation and the medical care component of the CPI would
disappear by the year 2000.

A number of changes embodied in OBRA 89 and OBRA 90 which will substantially
affect price inflation were also reflected in the projected trend. These include the
new Resource Based Relative Value Schedule, the Balance Billing limits on
provider charges and additional limits on hospital reimbursements that have been
enacted into law to control Medicare expenses. It was assumed that any reduction
in provider income resulting from these changes will be shifted to other payors,
including LTO Medical benefits recipients ineligible for Medicare. However, it was
also assumed that some payors will be able to avoid some of this cost shift,
including the carrier which administers the hospital portion of the AT&T program.

In addition, an annual increase in the utilization of medical care services from 1-20/0
was projected based on utilization data in the Financial Executives Research
Foundation's research book "Retiree Health Benefits - Field Test of the FASB
ProposaL"

The underlying trend rates as described above were adjusted to a net trend to
reflect the leveraging effect of the plan's deductible and out-of-pocket maximum.
The trend rates were also reduced for the first few years to reflect the anticipated
impact of managed care, which affects medical coverage available to LTO Medical
benefit recipients.
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SFAS 106 and by inference SFAS 112 precludes firms from reflecting in their trend
rates possible future changes in legislationI such as potential legislation affecting
Medicare or national health insurance.

Durational Trend Rates

The durational trend rates are shown on page 5 of AppendiX F. These trend rates
are credible because they are baaed on actual medical claims of AT&T fonner
employees who are disabled and eligible for LTD Medical benefits. The claims data
were analyzed based on elapsed time since LTD Medical coverage began.

Assumptions Unique to SFAS 112

• Durational Trend Rates

This assumption is unique because it relates solely to LTO recipients. These
trend rates are justified because they are based on AT&T experience.

• The downsizing rates used to estimate future separation rates. These
downsizing rates are credible because they are based on actual AT&T
downsizing experience over the five year period from 1988 to 1992. Any
employees who left the Company during this period due to enhanced pension
incentive programs were omitted from the downsizing data. These downsizing
assumptions were utilized in such a way to be totally consistent with the
assumptions used to determine Company expenses under SFAS 87 and 106.
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TABLE E-I -CtJIIfiIuft

I)oonlidlI of
Ase"'~

IlIubltwIll n I 21 I 32 I J7 42 41 I 52 '7 I 62

6-MoImt EuM1NATlON PERIOD

6Momhs· 0." 0.1909 I.OSOO 1.37UO 2.0200 3.seGO 6.6200 11.87UO 16.7100
rol Molllh US. 0.0533 0.Ot55 0.0397 0.0357 O.OJOZ 0.0246 0.0189 0.01<44
ml Month 0.0fi08 0.0552 0.0470 O.OtIl 0.0373 0.0320 0.0261 0.0203 0.0137
ml Mont' 0.0567 0.0S04 O.Ot23 0.0365 0.0327 0.0212 0.0231 0.0184 0.0119

10111 Molllh 0.0517 O.OtS8 0.0314 0.0329 0.0292 0.02S7 0.0207 0.0167 0.0101
11m MoIMh O.Ot73 0.Ot19 0.0352 0.8299 0.0261 0.0235 0.0181 0.0151 0.0017
12TIt Month O.Ot34 0.03IS 0.032S 0.027S 0.0D7 '.0212 0.01" 0.01)9 0.01'77
nm Mollth 0.0397 0.0351 0.03U8 0.0253 0.0214 0.0191 0.01.55 0.0127 0._

14TII Month 0.0l64 0.0320 0.0276 0.0234 0.01" 0.0174 0.0143 0.0111 0.00li0
Ism Molllh 0.0334 0.0291 0.02S6 0.0217 0.0182 0.0159 0.0133 o.ono 0.0057
16TII Molllh 0.0307 0.0264 0.0236 0.0203 0.01" 0.0149 0.0125 0.0102 0.0053
lml MoIIIh 0.0212 0.0241 0.0211 0.0191 0.01fO 0.0140 0.0111

~:=
0.0050

ImtMollh 0.02MJ 0.0221 0.0202 0.0110 0.0152 0.0131 0.0112 O. 0.0048
19111 MoIMh 0.0241 0.0204 0.0181 0.0170 0.0145 0.0124 0.0165 O.OOIS 0.0045
2UI1f Molllh 0.0224 0.0193 0.0175 0.0161 0.0139 0.0111 0.0100 O.OOIJO 0.0044

21ST Month 0.020II 0.0111 0.0164 0.0153 0.0132 0.0113 0.0095 0.0077 0.0043
22,.., Month 0.0196 0.0173 0.0154 0.0146 0.0127 0.0109 0.0091 0.0073 0.0042
DaD Mondt 0.0117 O.Oltil 0.0147 0.0140 0.0122 O.OIOt 0.0QlI8 0.0070 0.0042
24m Month 0.0182 0.01fi6 0.0141 0.0134 0.0120 0.0102 0.0086 0.006R 0.0043

12.MoJIfTM EuMlNA110N PERIOD

12 MeIIltIs· 0.s0t8 0.5930 0.7450 1.0210 1.5M 2.91'70 5.5670 10.0100 13.4500
13m MoMh 0.0194 0.0157 0.0133 0.0122 0.0116 0.0113 0.0108 0.0096 0.0075
14m MnlltII 0.0248 0.0213 0.0182 0.0164 0.0146 0.0138 0.0126 0.0106 0.0073
I5mMcMdIl 0.0253 0.0220 0.01111 0.0176 0.0155 0.0146 0.0130 0.0165 0.0070
16TII Moldh 0.0248 0.0212 0.0183 0.0174 0.0152 0.0142 0.0125 0.00'J8 0.0063
11m Moldh 0.0238 0.0202 0.0177 0.0167 0.0149 0.0136 0.0119 0.0090 0.0051
Ima McIaIh O.om 0.0194 0.0174 0.0163 0.0147 0.0131 0.0107 0.0077 0.0045
19TH MoMII 0.0221 0.0IR1 0.01" 0.0159 0.0143 0.0124 0.0097 0.0066 O.OCMI

28TH Mollth 0.0216 0.0185 0.0167 0.0157 0.0139 0.0111 0.0091 0.00ll0 0.0031
21ST Month 0.0208 0.0179 0.0163 0.0152 0.0133 0.0113 8.00lI8 0.0059 0.0037

22"'0 Month 0.0194 0.0172 0.0154 0.0142 0.0127 0.0110 0.0086 0.0059 0.0036
DaD Month 0.0184 0.0164 0.0147 0.0135 0.0122 0.0106 0.00II6 0.00ll0 0.0036
24m Month 0.0176 0.0158 0.0140 0.0130 0.0119 0.0104 0.0086 0.0061 0.0038

...... '" tIiuhI<_ .... 1.0110 1M."

438

TABLEE·I-~

Doontlon '"
Ace of DltobIo-.

DisIIIk....'" 22 21 J 32 J 37 J 42 47 52 I ,71 lI2

Au EuMtNA110N PERfOOS

3aD Yetr 0.17M 0.1633 0.1465 0.1277 0.1092 0.0922 0.0771 0.0636 O.Ot97
4m Year 0.12J3 0.1074 0.0199 0.0734 0._ o.osn 0.04lJ3 0.0471 0.045S
sm Year 0.0953 0.0144 0.07Ufi 0.0572 0.0476 0.0434 0.0437 0.0455 0.0439
6m Year 0.0716 0.05S1 0.0564 O.om 0.0412 0.0314 0.0393 0.0419 0.0412
7m Yelr 0.0541 0."" 0.0451 0.0410 0.03lM 0.0362 0.0365 0.0391 0.0410
8TH Year 0.0409 0.0396 0.0376 0.0362 0.0365 0.0351 0.0355 O.cmo O.Ot36
9111 Year 0.... o.mf7 0..,11 0.8324 0.0347 0•.,.3 0.0349 0.0411 0.0415

10111 Yelr 0.0246 0.0257 0.0273 0.0293 0.0321 0.0332 0.0336 0.0404 0.6515
11m Yetr 0.0211 0.0229 0.0241 0.0275 0.0315 0.0329 0.0347 0.0440 0.0615
Iml Year 0.0220 0.0232 0.0252 0.02IM 0.0320 0.0332 0.0357 0.0469 0.0660
13m Year 0.0221 0.0235 0.02S7 0.0292 0.0321 0.0337 0.0373 0.0501 0.0'708
14m Year 0.0224 0.0239 0.0263 0.0301 0.0324 0.0339 0.0319 0.0536 0.0761
ISTII Year 0.0226 0.0243 0." 0.030lI 0.0327 0.0344 0.8414" 0.0577 0.0818
16m Year 0.0229 0.0241 0.027S 0.0315 0.0329 0.0347 0.0440 0.0615 0.0880
17m Year 0.0232 0.0252 0.02IM 0.0320 0.0332 0.03S7 0.0469 0.0660 OJ),47
18TII Year O.023S 0.0257 0.0292 0.0321 0.0337 0.0373 0.0501 0.0'708 0.1020
19m Yetr 0.0239 0.0263 0.0301 0.0324 0.0339 0.0319 0.0536 0.0761 0.1099
2011J Year 0.0243 0.0269 0.0. 0.0327 0.0344 0.0414 0.6577 0.0818 0.1183
21ST Year 0.0241 0.0275 0.0315 0.0329 0.0347 0.0440 O.06IS 0._ 0.1274
22ND Yetr 0.02S2 0.02IM 0.0320 0.0332 0.0357 0.0469 O.OMO 0.OM7 0.1372
DRD Year 0.02S7 0.0292 0.0321 0.0337 0.0373 0.0501 0.0'708 0.1020 0.1477
24m Year 0.0263 0.0301 0.0324 0.0339 0.0319 0.0536 0.0761 0.1099 0.1S89
25TH Year 0.0269 0." 0.0327 0.0344 0.8414 0.0577 0.0111 0.1183 0.1709
261lI Yetr 0.027S 0.0315 0.0329 0.0347 0.0440 0.0615 0.- 0.1274 0.1837
27m Year 0.02IM 0.0320 0.0332 0.0357 0.0469 O.OMO 0.OM7 0.1372 0.1973
28111 Year 0.0292 0.0321 0.0337 0.0373 0.0501 0.0'708 0.1020 0.1477 0.2117
29111 Year 0.0301 0.0324 0.0339 0.0319 0.6536 0.0761 0.1099 0.1589 0.2268
30111 Year 0.0. 0.0327 0.0344 0.0414 0.0577 0.0811 0.1183 0.1'" 0.2427
31ST Year 0.0315 0.0329 0.0347 0.0440 0.0615 0._ 0.1274 0.1837 0:2S9S
32ND Year 0.0320 0.0332 0.0357 0.0469 0._ 0.0947 0.1372 0.1973 0.2768
33RD Year 0.0321 0.0337 0.0373 0.0501 0.0'708 0.1020 0.1477 0.2117 0.2949
34mYetr 0.0324 0.0339 0.0319 0.0536 0.0761 0.1099 0.1589 0.2268 0.3136
3Sm Year 0.0327 0.0344 0.0414 0.6577 0.0818 0.1183 0.1'" 0.2427 0.3326
36m Year 0.0329 0.0347 0.0440 0.0615 OJJ880 0.1274 0.18.17 0.2595 0.3S22
37m Year 0.0332 0.0357 0.0469 0.0660 0.0947 0.1372 0.1973 0.2768 0.3719
38TH Yetr 0.0337 0.0373 0.0501 0.0708 0.1020 0.1477 0.2117 0.2949 0.3917
39111 Yelr 0.0339 0.0319 0.0536 - - - - - -
40111 Yetr 0.0344 0.0414 - - - - - - -
41ST Year 0.0347 0.0440 - - - - - - -
42ND Year 0.0357 0.0469 - - - - - - -
43aD Year 0.0373 0.0501 - - - - - - -
44m Year 0.0319 0.0536 - - - - - - -
4STIt Yelr 0.0414 - - - - - - - -
46TII Yelr 0.0440 - - - - - - - -
4ml Yelr 0.0469 - - - - - - - -
48rn Year 0.0501 - - - - - - - -
49111 Yelr 0.0536 - - - - - - - -
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TABLE E-I - CottIiItw4

'Rotn nI~ per 1.0lIO lion.

"""""- til ""''''~
~ n 11 31 n r 42 I 47 52l 57 62

6-MoImt EuMlNATlON PnIOD

6 MoIIdII· 1.00110 U5'" 1.5540 2.3150 3.0s00 4,6210 7.2120 10.6810 12.5320
7TH MoftIII 0.06S3 0.8592 0.0506 0.0«1 0.0J97 0.0337 0.0274 0.0211 0.0160
811f Month 0.0IiI2 0.06t1 0.0527 0.•1 0.0411 0.0358 0.029J 0.0227 0.0153
911t Moat. 0.0641 O.OS'" O.OC78 0.0413 0.0369 0.0319 0.0261 0'0:: 0.013<1

10m MMI. 0.0519 0.0522 0.OC37 0.0375 0.0332 0.0293 0.0%36 0.01 0.0115
11m ..... 0.0543 ..... 0.... 0.0343 0." O.OZ'JIO '.M1S 0.0114 0.0100
Izm ..... 0.0414 O.GOO 0.0363 0.0306 0.026S 0.0236 0.0190 0.01S5 0.0086
IJrn .... O.OC30 0." 0.0325 0.027. 0.0232 0.0207 0.0167 0.0131 0.0013
14m MoIdh 0.0313 0.C1336 0.0291 0.0246 0.0206 0.0113 0.0150 0.0124 0.0063
Ism Mondl 0.0348 0.0383 0.0266 0.0227 0.0190 0.0167 0.0140 0.0114 0.0059
16m MondI 0.0319 0.0274 0.0245 0.0211 0.0116 0.01S5 0.0130 0.0105 0.0055
17m ..... 0.0291 0.0249 0.022S 0.0197 0.0166 0.01.... 0.0122 0.0091 0.0051
1811f MOIldI 0.0266 0.0227 0.0206 0.01IS 0.0156 0.0135 0.0114 0.0091 0.0049
1911t Month 0.0245 0.07D7 0.0190 0.0173 0.0147 0.0126 0.0107 0.0016 0.0046
2(J1lI Month 0.022S 0.0194 0.0176 0.0162 0.0140 0.0119 0.0101 0.0081 0.00«
21ST Moneh 0.0201 0.0111 0.0164 0.0153 0.0132 0.0113 0.009S O.oon 0.0043
22ND Moath 0.0194 0.0171 0.01S2 0.01.... 0.0126 0.01. 0.0090 0.0012 0.()042
23RO Month 0.0114 0.0166 0.01.... 0.0137 0.8121 0.0103 0.0086 0.0069 0.00"
24TH Month 0.0171 0.0161 0.0138 0.0131 0.0117 0.0099 0.0084 0.0066 0.0042

12-MOHm F..IJMINA'I1OI'I PERIOD

12 Mo.dJI. 0.7. 0.9710 1.3410 2.2100 3.34'" 3.7920 606_ 9.5100 10.0810
IJrnMoMh 0.0210 0.0169 0.0144 0.0131 0.0126 0.0112 0.0117 0.0104 0.0081
14111 MoIIth 0.0261 0.0224 0.0191 o.oln 0.0153 0.0145 0.0132 0.0112 0.0077
Ism Month 0.0264 0.023D 0.0196 0.0114 0.0162 0.0152 0.0135 0.0110 0.0013
16m MOIIIIl 0.0257 0.023) 0.0190 O.OIlU 0.0158 0.0141 0.0130 0.0102 0.0066
17m ..... 0.0246 0.02IlJlt O.OIIM o.oln 0.0154 0.0140 0.0122 0.0093 0.0053
11111 Month 0.0233 0.0198 0.0178 0.0167 0.0150 0.0135 0.0110 0.0078 0.0046
Imi MoIIdt 0.022" 0.0191 0.0173 0.0161 0.0145 0.0126 0.0099 0.0067 0.0042
2(J1lI MOIIIh 0.0217 0.011S 0.0161 O.OISl 0.0140 0.0119 0.0092 0.0060 0.0038
21STMondI 0.0201 0.0179 0.0163 0.0152 0.0133 0.0113 0.00lI8 0.0059 0.0037
22ND Month 0.0192 0.01'" 0.0152 0.0140 0.0126 0.0109 0.0086 0.0059 0.0036
23RD Month 0.0180 0.0161 0.0144 0.0132 0.0120 0.0104 0.0084 0.0059 0.0035
24TH Month 0.0172 0.0154 0.0136 0.0126 0.0116 0.0102 0.0085 0.0059 0.0037
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TABLE E·I - C~

GLTD VALUA110N TABU!
1EItM1HA11ON F1toM DlsABLEM£MT RA11!S

DEAnt AND ItECOVEIlY - II'brALa

'Rlte< nI dioabItnotnl per I.om lion.

~tII
Afle 01 DiIIIIIanolIl

~ n 11 I 31 I )7 42 47 ~2 '7 1 62

3-MoHnt EuMlNA110N I'I!ltIOD

3 Mollth5· 1._ 2.eM10 2.6640 3.tS10 S.O'l4O 6.9988 9.1610 13.S360 16.
4nl MMdl 0.1115 0.101S 0." 0._ 0."" 0."" 0.0S81 0.0«1 O.
STH MoIIdl 0.1329 0.1287 1.1110 '.1995 ..-'.W7Q 0.8629 0.tM65 O.
6TH Month 0.1114 0.1_ 0." 0.0112 0.0711 0.0617 O.05n 0.0437 O.
7TH MontIl 0.1.... 0.1929 Ult37 O.cmG 0.•' 0.0S6S 0.eM5S 0.0347 O.
rot MoftdI 0.0199 0.0791 0.'" 0.0li09 0.0522 8.800 0.0347 0.0261 O.
91lI MolIdl 0.0711 0._ 0.0102 0.0521 0.0M6 0.036S 0.0300 0.0201 O.

10111 Month 0.0787 0.0615 0.0536 0••7 0." 0.0331 0.0271 0.0190 O.
11TH MoMIl O.06S1 0.0SI6 0..... O.om 0.0362 0.1310 0.0247 0.017. O.
Imf MoIIdt 0.0511 0.0SI6 O.OC39 0.0311 0.0319 0.0272 0.0219 O.OISS O.
13TH MoIttIl 0.OS15 0.0449 o.un 0.0340 0.0114 O.«MI O.OltS 0.0131 o.
14mMMdl 0.0456 0.0398 0.03" O.OJOS 0.0255 0.0211 0.0179 0.0124 O.
15TH MoIIdl 0.0413 0.0363 • .8320 0.0211 0.8.Z37 0.0280 0.0167 0.Ott4 o.
16m MontIl 0.0316 0.0333 '.0294 0.0261 0.1tZ1 0.0117 0.0158 0.0105 o.
Imt Month 0.0340 O.OlO4 0.0211 0.0242 0.0107 0.0174 0.0147 0.00!I8 0,
Imt Month 0.0307 0.0216 0.0247 0.0224 0.0193 0.01l10 0.0137 0.0091 O.
1911I Month 0.0277 0.0252 O.cm6 0.0207 0.0110 0.0149 0.0127 OJJlI86 O.
20TH Momh 0.02S4 0.0231 .... 0."92 0.0167 0.0139 0.0119 0.•1 0,

21STMMdl 0.9Z30 0.0212 0.0194 0.0179 0.0156 0.0128 0.0109 0.0077 O.
22NO MontIt 0.0212 0.0194 O.Oln 0.0166 0.01.... 0.0119 0.0099 0.0072 0,
23RO Month 0.0194 o.OIn 0.0162 o.om 0.0133 0.0109 0.0092 0.0069 0,
24m MORth O.Oln 0.0163 0.0147 0.0138 0.0122 0.0102 0.0086 0.0066 0



TABLE E·I - C""~

.,......- Ateel~

~'" U 27 32 37 I 42 .., 52 I 57 62

Au. EuMlNATION I'EIlIOOS
1RO Yelr 0.1503 0.1391 0.1248 0.18f18 0.09JD 0.018S 0.0657 0.05041 O.eM23
4TIt Yelr OJJ9SO O.CJI2lI 0.0693 0.0S66 0.0467 0.M3 0.0373 0.0363 0.0350
5TII Yelf 0.01163 O.OSM 0.0491 0.0J98 0.0331 0.CJ302 0.03IM 0.0316 0.0J06
ml Yelf OJM18 0.008 0.0376 0.0315 0.0275 0.0257 0.0262 0.0279 0.0275
7TII Year 0.0352 0.0330 0.0291 0.0266 0.02S0 0.0235 0.0237 0.02S4 0.0266
mly:; 0.0266 0.G2SI O.Gt6 0.0237 0.0231 0.12» 0.0231 O.ems 0....
ml elf 0.0203 0.0210 0.0210 0.0214 0.0Zl0 0.0227 0.0Zl0 0.02166 0.0314

II1TH Yeu 0.0164 0.0171 0.0182 0.0195 0.0219 0.0221 0.8224 0.0269 0.0344
I!TIl Year 0.0146 0.0153 0.0166 0.01115 0.0211 0.0221 0.0233 0.0295 0.eM12
12TH Year 0.0147 0.0156 0.0169 0.0190 0.0214 0.0222 0.0239 0.0314 0.0442
InH Yelr 0.0149 0.0158 0.0173 0.0195 0.0215 0.0226 0.0249 0.0336 0.4M74
14TIt Year 0.01SO O.OlfiO 0.0176 0.0202 0.0217 0.0221 0.0261 0.0359 0.0510
15TIt Year 0.0151 0.0163 0.01. 0.0206 0.0219 0.0230 0.0277 0.0316 0.0S4I
16TIt Yelr 0.0153 0.0166 0.0185 0.0211 0.0221 0.0233 0.0295 0.eM12 0.0590
17TII Yelf 0.0156 0.0169 0.0190 0.0214 0.0222 0.0239 0.0314 0.0442 0.0635
IlInt Year O.OISi 0.0173 0.0195 0.0215 0.022S 0.0249 '.0336 0.eM74 0.0683
Iml Year O.OlfiO 0.0176 0.0202 0.0217 0.0221 0.0261 0.0359 0.0510 0.0736
20111 Yeu 0.()163 0.0180 0.0216 0.0219 0.0230 0.0277 0.0386 0.0S4I 0.0793
21ST Year 0.0166 0.0185 0.0211 0.0221 0.0232 0.0295 0.eM12 0.0S9() 0.0854
22NO Year 0.0169 0.0190 0.0214 0.0222 0.0239 0.0314 0.0442 0.0635 0.0919
2JRO Yeu 0.0173 0.0195 0.0215 0.022S 0.0249 0.0336 0.eM?4 0.0683 0.0990
24TItYear 0.0176 0.0282 0.0217 0.0221 0.0261 0.0359 0.0510 0.07J6 0.1065
25TIt~r 0.0180 0.0206 0.0219 0.0230 0.0277 0.0316 0.0S48 0.0793 0.1146
26TII ear 0.0185 0.0211 0.0221 ().0232 0.0295 0.0412 0.0590 0.0IS4 0.1230
27TII Yelf 0.0190 0.0214 0.0222 0.0239 0.0314 0.0442 0.0635 0.0919 0.1322
2lInt Yeu 0.0195 0.0215 0.022S 0.0249 0.0336 0.0f74 0.0683 0.0990 0.1418
2mI Yelf 0.0202 0.0217 0.0221 0.0261 0.8359 0.OS18 0.0736 0.1065 0.1519
JOTII Yelr 0.0206 0.0219 0.0Zl0 0.0277 0.0386 0.0S4I 0.0793 0.1146 0.1626
31ST Year 0.0211 0.0221 0.0232 0.0295 0.0412 0.0S90 0.08S4 0.1230 0.1738
32NO Year 0.0214 0.0222 0.0239 0.0314 0.CM42 0.0635 0.0919 0.1322 0.1855
33ROYear 0.0215 0.022S 0.0249 0.0336 0.eM?4 0.0liIJ OJJ990 0.1418 0.1976
34TH Yelr 0.0217 0.0221 0.0261 0.0359 0.0510 0.0736 0.1065 0.1519 0.2101
J5m Yelf 0.0219 0.0Zl0 0.0277 0.0_ 0.0S48 0.0793 0.1146 0.1626 0.2228
36TIt Year 0.022. 0J)232 0.0295 0.eM12 0.0590 0.0IS4 uno 0.1738 0.23fiO
37TI1 Year 0.0222 0.0239 0.0314 0.0442 0.0635 0.0919 0.1322 0.1855 0.249.
JR1lI Year 0.0225 0.0249 0.0336 0.0474 0.0683 0.0990 0.1418 0.1976 0.2624
J9T1I Year 0.0228 0.0261 0.0359 - - - - - -
40TH Year 0.0230 O.02n - - - - - - -
41ST Year 0.0232 0.029S - - - - - - -
42ND Year 0.0239 0.0314 - - - - - - -
4JRO Yelr 0.0249 0.0336 - - - - - - -
44TH Year 0.0261 0.OJ59 - - - - - - -
45TII Year 0.0277 - - - - - - - -
46TII Yelf 0.029S - - - - - - - -
4mlYear 0.0314 - - - - - - - -
4lInt Yelr O.OJ36 - - - - - - - -
49ntYear 0.OJ59 - - - - - - - -
....... of tIisaIlkftIIl .... l,ono 1Iwn.
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TABLE E-2

GlTO VALUATION TABLE vs. GUn BASIC TABLE
RATIO OF CLAIM RESERVES

VALUA110N TO BASIC-
BENEm TO AGE 65 - 5 ~"

DlIrotinot ,....,. MtIe Fc-'e
Diulo......nt 27 I 371 47 , 57 27 37 .7 57

J-MdMIl EJimIIoIIIcM Pmad

3 MolIIfls 1.17 1.13 1.09 1.05 1.16 1.13 UJ9 1.05
9 MOItlhs 1.11 1.08 1.(16 1.03 1.10 1.08 1.05 I.OJ

18 MOItlhll 1.08 1,(16 1.04 1.02 1,(16 1.05 1.03 1.02
J YellS 1.05 1.04 1.03 1.01 1.04 1.03 1.02 1.01
5 Yeln 1.04 1.03 1.02 1.01 1.03 1.02 1.01 1.00

10 Yean 1.03 1.02 1.01 - 1.02 1.02 1.01 -
6-....... EIiIIIiut_ 'trlod

6 Months 1.12 1.09 1.06 1.03 1.11 1.08 1.06 1.03
9 Months 1.10 1.08 1.05 1.03 UJ9 1.07 1.05 1.03

18 Months 1.08 1.06 1.04 1.02 1.06 1.05 1.03 1.02
3Yun 1.05 1.04 1.03 1.01 1.04 1.03 1.02 1.01
5 Years 1.04 1.03 1.02 1.01 1.03 1.02 1.01 1.00

10 Yean 1.03 1.02 1.01 - 1.02 1.02 1.01 -
12·MaIIlIlE~ Pmad'

12 Moldhs 1.09 1.07 1.05 1.02 1.07 1.06 l.eM 1.02
18 MOItlhs 1.08 1.06 1.04 1.02 1.06 I.OS 1.03 1.02
3 Years 1.05 1.04 1.0J 1.01 l.eM 1.03 1.02 1.01
5 YellS 1:04 1.03 1.02 1.01 1.0J 1.02 1.01 1.00

10 Yeln 1.03 1.02 1.01 - 1.02 1.02 1.01 -
·Tcrmitlllioollllts in Vllutinn T..... 1ft 90'1> of tcrmiooltlnn lilts in 8Ioi«: T....... an dwaliono.
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APPENDIXF
Page 5 of 16

AT&T CORP.

LTD Medical

Average Annual Claim Cost per Retiree for the Period 6/1192 to 5/31/93

Duration Retirees Who Are Retirees Not Retirees Who Are Retirees Not
Since Receiving Receiving Receiving Receiving
LID Social Security Social Security Social Security Social Security

BeJWl Benefits Benefits Benefits Benefits
Average Annual Claim Costs

Per Retiree Cumulative Durational Trend Rates
Male Female Male Female Male Female Male Female

0-1 $80.250 $61700 $33200 $15200 1.000 1.000 1.000 1.000

1-2 20063 30850 21,580 11,400 0.250 0.500 0.650 0.750
2-3 8,025 14,808 19,422 10,260 0.100 0.240 0.585 0.675

3-4 5,056 9,625 17,4% 9242 0.063 0.156 0.527 0.608

4-5 2,087 2,406 5,412 4,621 0.026 0.039 0.163 0.304

5-6 2,087 2,406 5,412 4,621 0.026 0.039 0.163 0.304

6-7 2,087 2,406 5,412 4,621 0.026 0.039 0.163 0.304
7-8 2087 2,406 5,412 4,621 0.026 0.039 0.163 0.304

8·9 2,087 2,406 5,412 4,621 0.026 0.039 0.163 0.304
9+ 1,043 1,234 5,412 4,621 0.013 0.020 0.163 0.304

Average Annual Claim Cost per Retiree in Respect of Dependents

Retiree's Age Dependents ofMales Dependents ofFemales
20-24 $0 $114
25-29 7 405
30-34 86 667
35-39 231 1,656
40-44 1,217 2,237
45-49 1,683 612
50-54 1,930 627
55-59 763 624
60+ 352 615

Notes:
1. The above average claims do not reflect the calendar year trend rates shown on page 6

of this Appendix.
2. The cumulative durational trend rates shown above when applied to the duration

0-1 average claim costs produce the average claim costs at future duration.



AT&T CORP.

LTD Medical

Calendar Year Net Claims Cost Trend Rates

APPENDIXF
Page 6 of 16

Retirees Retirees
Annual Trend Not Receiving Who Are Receiving Dependents of
To Mid-Year Social Security Benefits Social Security Benefits LTO Recipients

1993 9.5% 8.1% 9.5%
1994 9.0% 9.1% 9.0%
1995 8.5% 8.0% 8.5%
1996 8.3% 7.5% 8.3%
1997 8.0% 7.4% 8.0%
1998 7.7% 6.9% 7.7%
1999 7.5% 6.7% 7.5%
2000 6.8% 6.5% 6.8%

2001-2004 6.5% 6.4% 6.5%
2005-2010 6.4% 6.3% 6.4%
2011-2020 5.9% 5.8% 5.9%
2021-2030 5.7% 5.7% 5.7%
2031-2032 5.7% 5.7% 5.7%
2033-2040 5.6% 5.6% 5.6%

2041 & Later 5.6% 5.6% 5.6%



APPENDIXF
Page 7 of 16

AT&T MANAGEMENT

Annual Rates of Employee Separation From Service
Before EligibUity To Service Retirement

Assumed in Determining SFAS 112 Downsizing Liabilities and Costs

Service
in years

t

Rates of Separation
during year

t + .5 to t + 1.5

o
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Male
.1l20
.1073
.0950
.0842
.0751
.0676
.0618
.0575
.0550
.0540
.0530
.0520
.0500
.0485
.0479
.0470
.0459
.0445
.0429
.0411
.0391
.0368
.0343
.0315
.0286
.0253
.0219
.0182
.0143
.0101
.0058

Female
.1l81
.1112
.1049
.0989
.0935
.0885
.0840
.0800
.0764
.0733
.0706
.0684
.0667
.0660
.0650
.0640
.0630
.0620
.0610
.0598
.0570
.0538
.0502
.0461
.0417
.0367
.0314
.0256
.0194
.0128
.0057

Source: AT&T experience 1985-1989
Note: Based on separations for all causes



APPENDIXF
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AT&T MANAGEMENT

Annual Rates of Mortality Among Active Employees
Assumed in Determining SFAS 112 Downsizing Liabilities and Costs

Age Rates ofMortality During Age Rates ofMortality During
x Year ofAge x+.5 to x+l.5 x Year ofAge x+.5 to x+1.5

Male Female Male Female
15 .0011 .0003 43 .0021 .0013
16 .0011 .0003 44 .0024 .0015
17 .0011 .0003 45 .0027 .0017
18 .0011 .0003 46 .0030 .0019
19 .0010 .0003 47 .0034 .0021
20 .0010 .0003 48 .0038 .0022
21 .0009 .0003 49 .0041 .0024
22 .0009 .0004 50 .0045 .0025
23 .0008 .0004 51 .0050 .0026
24 .0008 .0004 52 .0055 .0027
25 .0008 .0004 53 .0061 .0030
26 .0008 .0004 54 .0068 .0033
27 .0008 .0004 55 .0075 .0037
28 .0007 .0005 56 .0083 .0040
29 .0007 .0005 57 .0092 .0044
30 .0007 .0006 58 .0102 .0049
31 .0007 .0006 59 .0111 .0053
32 .0007 .0007 60 .0121 .0058
33 .0007 .0007 61 .0132 .0063
34 .0008 .0008 62 .0143 .0068
35 .0008 .0008 63 .0154 .0074
36 .0009 .0008 64 .0165 .0080
37 .0011 .0009 65 .0177 .0086
38 .0012 .0009 66 .0190 .0093
39 .0013 .0010 67 .0202 .0101
40 .0015 .0010 68 .0215 .0110
41 .0016 .0011 69 .0228 .0119
42 .0018 .0012

Source: Industry-wide experience 1973-1977
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AT&T MANAGEMENT

Annual Rates of Retirement on Disability Pension
Assumed in Determining SFAS 112 Downsizing Liabilities and Costs

Age Rates ofDisability Retirement
x during year of age x + .5 to x + 1.5

Male Female
29 .0001 0004
30 .0001 .0004
31 .0001 .0005
32 .0002 .0006
33 .0002 .0008
34 .0003 .0011
35 .0003 .0013
36 .0004 .0015
37 .0005 .0017
38 .0007 .0020
39 .0008 .0023
40 .0009 .0024
41 .0010 .0026
42 .0011 .0027
43 .0012 .0029
44 .0014 .0031
45 .0016 .0033
46 .0019 .0036
47 .0022 .0039
48 .0026 .0043
49 .0029 .0047
50 .0034 .0052
51 .0040 .0057
52 .0046 .0063
53 .0053 .0069
54 .0060 .0074
55 .0062 .0079
56 .0066 .0083
57 .0074 .0087
58 .0088 .0099
59 .0110 .0116
60 .0141 .0137
61 .0183 .0164
62 .0239 .0198
63 .0308 .0238
64 .0394 .0286

Source: AT&T experience 1985-1989
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AT&T MANAGEMENT

Annual Rates of Retirement on Service Pension
Assumed in Determining SFAS 112 Downsizing Liabllities and Costs

Rates ofRetirement
Age during year ofage

x x + .5 to x + 1.5
Male Female

44 .0006 .0180
45 .0012 .0395
46 .0070 .0424
47 .0119 .0463
48 .0164 .0513
49 .0208 .0574
50 .0254 .0645
51 .0305 .0727
52 .0364 .0821
53 .0433 .0925
54 .0560 .1128
55 .0721 .1363
56 .0924 .1634
57 .1178 .1942
58 .1494 .2293
59 .1883 .2689
60 .2356 .3133
61 .3600 .4000
62 .3600 .4000
63 .3600 .4000
64 .5000 .5000
65 .5000 .5000
66 .4500 .4500
67 .4500 .4500
68 .4500 .4500
69 .9886 .9940

Source: AT&T experience 1985-1989
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AT&T MANAGEMENT

AnnuaJ Rates of Salary Increases
Assumed in Determining SFAS 112 Downsizing Liabilities and Costs

Service Rates of Salary
in Years increases during year

t t + .5 to t + 1.5
0 .1450
1 .1150
2 .0900
3 .0800
4 .0750
5 .0710
6 .0675
7 .0650
8 .0625
9 .0610

10 .0600
11 .0590
12 .0585
13 .0577
14 .0575
15 .0572
16 .0570
17 .0567
18 .0565
19 .0562
20 or more .0560

Source: AT&T experience 1985 - 1989
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AT&T NONMANAGEMENT

Annual Rates of Employee Separation from Service
Before Eligibility for Service Retirement

Assumed in Determining SFAS 112 Downsizing Liabilities and Costs

Service Rates of Separation
in years during year of age

t t + .5 to t + 1.5
Male Female

0 .3400 .3100
1 .1772 .1800
2 .1498 .1223
3 .1263 .1176
4 .1065 .1129
5 .0906 .1083
6 .0785 .1038
7 .0702 .0993
8 .0656 .0949
9 .0646 .0906
10 .0636 .0863
11 .0626 .0820
12 .0617 .0778
13 .0598 .0737
14 .0598 .0696
15 .0530 .0656
16 .0475 .0616
17 .0423 .0577
18 .0376 .0539
19 .0331 .0501
20 .0291 .0463
21 .0254 .0426
22 .0221 .0390
23 .0191 .0354
24 .0165 .0319
25 .0143 .0285
26 .0124 .0250
27 .0109 .0217
28 .0097 .0184
29 .0090 .0152
30 .0085 .0120

Source: AT&T experience 1985 - 1989
Note: Based on separations for all causes
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AT&TNONMANAGE~NT

Annual Rates of Mortality Among Active Employees
Assumed in Determining SFAS 112 Downsizing Liabilities and Costs

Age Rates ofmortality Age Rates ofmortality
x during year of age x+. 5 to x during year ofage X+. 5 to

x+1.5 x+1.5
Male Female Male Female

15 .0011 .0003 43 .0021 .0013
16 .0011 .0003 44 .0024 .0015
17 .0011 .0003 45 .0027 .0017
18 .0011 .0003 46 .0030 .0019
19 .0010 .0003 47 .0034 .0021
20 .0010 .0003 48 .0038 .0022
21 .0009 .0003 49 .0041 .0024
22 .0009 .0004 50 .0045 .0025
23 .0008 .0004 51 .0050 .0026
24 .0008 .0004 52 .0055 .0027
25 .0008 .0004 53 .0061 .0030
26 .0008 .0004 54 .0068 .0033
27 .0008 .0004 55 .0075 .0037
28 .0007 .0005 56 .0083 .0040
29 .0007 .0005 57 .0092 .0044
30 .0007 .0006 58 .0102 .0049
31 .0007 .0006 59 .0111 .0053
32 .0007 .0007 60 .0121 .0058
33 .0007 .0007 61 .0132 .0063
34 .0008 .0008 62 .0143 .0068
35 .0008 .0008 63 .0154 .0074
36 .0009 .0008 64 .0165 .0080
37 .0011 .0009 65 .0177 .0086
38 .0012 .0009 66 .0190 .0093
39 .0013 .0010 67 .0202 .0101
40 .0015 .0010 68 .0215 .0110
41 .0016 .0011 69 .0228 .0119
42 .0018 .0012

Source: Industry wide experience 1973 - 1977
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AT&T NONMANAGEMENT

Annual Rates of Retirement on Disability Pension
Assumed in Determining SFAS 112 Downsizing Liabilities and Costs

Rates ofDisability
Age during year of age

x x + .5 to x + 1.5
Male Female

29 .0001 .0004
30 .0001 .0004
31 .0001 .0005
32 .0002 .0006
33 .0002 .0008
34 .0003 .0011
35 .0003 .0013
36 .0004 .0015
37 .0005 .0017
38 .0007 .0020
39 .0008 .0023
40 .0009 .0024
41 .0010 .0026
42 .0011 .0027
43 .0012 .0029
44 .0014 .0031
45 .0016 .0033
46 .0019 .0036
47 .0022 .0039
48 .0026 .0043
49 .0029 .0047
50 .0034 .0052
51 .0040 .0057
52 .0046 .0063
S3 .0053 .0069
54 .0060 .0074
55 .0062 .0079
S6 .0066 .0083
57 .0074 .0087
58 .0088 .0099
59 .0110 .0116
60 .0141 .0137
61 .0183 .0164
62 .0239 .0198
63 .0308 .0238
64 .0394 .0286

Source: AT&T experience 1985-1989
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AT&TNONMANAGE~NT

Annual Rates of Retirement on Service Pension
Assumed in Determining SFAS 112 Downsizing Liabilities and Costs

Rates ofRetirement
Age during year ofage

x x + .5 to x + 1.5
Male Female

44 .0150 .0075
45 .0314 .0158
46 .0461 .0290
47 .0540 .0386
48 .0540 .0453
49 .0540 .0498
SO .0600 .0527
51 .0600 .0546
52 .0713 .0562
53 .0724 .0580
54 .0811 .0659
55 .0924 .0762
56 .1081 .0899
57 .1298 .1086
58 .1595 .1337
59 .1996 .1673
60 .2526 .2114
61 .4500 .3700
62 .4500 .3700
63 .4500 .3700
64 .6000 .5000
65 .6000 .5000
66 .4000 .4000
67 .4000 .4000
68 .4000 .4000
69 .9986 .9940

Source: AT&T experience 1985 - 1989


